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Exhibit 1. Retail Sales Tax Pyramiding: Typical v. Ideal (Static Anal-ysis)

Sales Tax

Sales by: (5.5% statutory rate)
‘ Computer Appliance Appliance

Sales to: Manufacturer ~ Manufacturer  Retailer Typical* Ideal**
Appliance manufacturer :
Computers used in

production line 50,000 — —_—
Computets used in

administration 150,000 8,250 —
Appliance retailer
Computers used in _

administrdtion ' 10,000 , 550 —
Appliances . 800,000 — —
Household consumers ' 1,000,000 55,000 55,000
Total sales tax paid ’ ’ 63,300 55,000
Effective tax rate paid ) 6.38% 5.5%

*Typical: Exemption of business purchases of inventory and equipment used in direct production process



Exhibit 2. Dlustration of Sales Tax Pyramiding: Dynamic Analysis of Sales Taxation in Supply
Chain

(5.5% statutory rate) (NT: not taxed; T: taxed)

Applianée Manufacturer purchases inputs and builds product:

Component parts (NT): $100,000

Production line equipment (NT): $50,000

Fixtures, fuels and electricity not used in production, ete. (T) : $30,000 + .055(30,000) =
30,000 +1,650 = §31,650

Labor, rent, interest (NT): $50,000

Profit NT): $5,000

Sales by Manufacturer: $236,650 (atbtctdte)

Sales tax paid by manufacturer: $1,650 '

o TP

@ e e

Distributor buys finished goods and sells to retailer:

a. Inventory purchased from Manufacturer (NT): $236,650 ' ‘

b. Fixtures, fuels, electricity, computers (T) : $80,000 +.055 (80,000) = 80,000 + 4,400 =
$84,400 '

Labor, rent, interest(NT): $125,0 00

Profit (NT): $26,000

Sales by Distributor: $472,050 (at+btctd)

Sales tax paid by distributor: $4,400

o po

Retailer buys from distributor and sells to households:

a. Inventory purchased from distributor (NT): $472,050

b. TFixtures, furnishings, fuels, electricity, cash registers, etc..” $325,000 4 0.055 (325,000) =
325,000+ 17,875 = $342,875 » ' '

c. .Labor, rent, interest (NT): $75,000

d. Profit (NT): $35,000 ' ,

e. Sales by Retailer to Household: 924,925 -+ 0.055(924,925) = 924,925 + 50,871 = § 975,796

£ Sales tax collected by retailer: $50,871 '

g Salestax paid by retailer: $17,875

TOTAL SALES TAX RECEIVED BY STATE: 1,650 +4,400+ 17,875+ 50,871 = 374,796
Rate on List Price: 74,796 / 924,925 = 8.08%
Rate on Product Value: 74,796 /900,000 = 8.31%



Exhibit 3. Business Purchases Percentage of Total Sales Tax Revenue, 2003 —2010

2003 2004 2005 2006 2007 2008 2000 2010 |
ALABAMA 36.00% | 31.14% | 31.13% | 31.22% | 34.79% 31.34% | 32.86% | 33.48%
ARIZONA 47.00% | 42.34% | A1.27% | 45.56% | 40.57% 38.42% | 47.83% | 49.88%
ARKANSAS 37.50% | 31.78% | 30.05% | 30.57% | 34.31% 32.29% | 32.14% | 28.31%
CALIFORNIA T 45.10% | 42.74% | 41.97% | 50.81% | 45.58% 47.94% | 48.98% | 44.92%
COLORADO 49.40% | 50.41% | 50.10% | 49.99% | 51.31% 19.43% | 46.10% | 48.05%
CONNECTICUT 4950% | 47.97% 48.96% | 49.33% | 49.50% | 45.12% | 45.59% 47.69%
FLORIDA 33.00% | 33.90% | 34.36% | 35.04% | 32.65% 33.06% | 32.02% | 34.41% |
GEORGIA 43.50% | 49.20% | 49.58% | 43.19% | 43.50% 42.98% | 44.86% | 44.39%
HAWAL 32.20% | 31.57% | 32.76% | 33.97% | 31.28% 34.36% | 32.50% | 34.54%
IDABO 23.10% | 28.93% | 26.58% | 27.82% | 31.31% 29.69% | 24.87% | 26.63%
ILLINOIS 11.80% | 41.63% | 41.86% | 41.92% | 42.56% 41.85% | 41.65% | 49.21%
INDIANA | 32.50% | 31.52% 31.09% | 31.87% | 31.35% | 31.37% | 32.23% 31.98%
IOWA 39.10% | 39.31% | 32.41% | 30.81% | 38.78% 32.91% | 35.37% | 36.51%
KANSAS _ 13.80% | 44.31% | 47.07% | 42.42% | 43.10% 42.49% | 43.60% | 48.25%
KENTUCKY 15.80% | 44.40% | 46.06% | 47.13% | 46.14% 45.20% | 45.49% | 46.53%
LOUISIANA. 56.80% 1 60.04% | 61.64% | 63.66% | 70.96% 50.09% | 63.20% | 68.43%
MAINE 37.10% | 32.71% | 32.09% | 38.42% | 37.92% 37.72% | 39.51% | 40.42%
MARYLAND TA1.00% | 44.33% | 41.52% | 41.40% | 40.61% 40.01% | 41.54% | 39.96%
MASSACHUSETTS | 40.10% 20.07% | 38.55% | 39.91% | 39.26% | 39.04% 38.66% | 38.91%
MICHIGAN 32.10% | 31.67% | 29.72% | 32.17% | 32.57% 31.61% | 35.56% | 32.40%
MINNESOTA 43.80% | 43.58% | 42.16% | 42.17% | 44.00% 47.84% | 42.34% | 44.10%
'T\/IISSISSIPPPI 37.50% | 36.24% | 38.63% | 36.08% | 38.03% 38.27% | 36.35% | 38.61%
lLISSOURI 44.90% | 43.03% | 43.21% | 44.60% | 52.13% A7 47% | 42.55% | 45.77%
NEBRASKA 51.40% | 51.13% | 50.90% | 54.61% | 51.17% 47.99% | 50.05% | 56.25% |
NEVADA 41.10% | 40.52% | 39.19% | 42.16% | 39.63% 38.54% | 40.05% | 42.26%
NEW JERSEY 35.20% | 38.33% | 38.16% | 30.40% | 38.33% | 38.14% | 39.08% 39.25%
NEW MEXICO 5530% | 51.14% | 51.04% | 44.54% | 55.78% | 4338% | 54.92% | 55.05%
'NEW YORK 50.30% | 52.66% | 51.18% | 51.83% 54.57% |.50.80% | 51.31% | 50.04%
NORTH CAROLINA | 40.10% | 37.42% 36.85% | 36.85% | 40.75% | 38.75% | 35.15% 37.72%
NORTH DAKOTA 13.00% | 46.42% | 41.76% | 39.15% 35.05% | 48.22% | 42.51% | 41.95%
OHIO T43.00% | 39.97% | 41.45% | 43.47% 42.53% | 39.90% | 42.08% | 43.73%
OKLAHOMA 51.80% | 50.32% | 51.20% | 53.35% | 58.74% 55.37% | 51.44% | 49.99%
PENNSYLVANJA 39.00% | 38.94% | 38.75% | 39.51% 30.04% | 39.17% | 38.20% | 38.31%
FHODEISLAND 1920% | 49.71% | 47.39% | 46.82% | 45.68% A7.23% | 49.11% | 50.10%
SOUTH CAROLINA | 32.80% 31.66% | 32.99% | 33.51% | 32.80% | 31.50% 28.01% | 31.74%
SOUTH DAKOTA 3170% | 50.81% | 47.62% 54.71% | 51.59% |-49.84% | 48.07% | 48.80%
[ "TENNESSEE —134.80% | 34.85% | 34.35% | 34.12% 34.18% | 35.25% | 33.83% | 34.87%
TEXAS 47.70% | 52.26% | 52.84% 59.82% | 53.72% | 50.97% | 52.54% 51.01%
UTAH 34.40% | 35.10% | 36.67% | 33.05% 35.15%. | 30.62% | 34.18% | 31.70%
{ VERMONT ' 3950% | 38.58% | 31.72% | 30.30% | 29.42% 29.04% | 30.34% | 31.19%
VIRGINIA 134.06% | 36.10% | 34.59%. | 35.02% 36.20% | 35:89% | 36.41% | 35.05%
WASHINGTON T57.50% | 56.19% | 55.42% | 55.87% | 55.80% 54.61% | 57.55% | 51.30%
WEST VIRGINIA 58.40% | 29.37% | 27.39% | 26.65% | 26.56% 27.03% | 27.03% | 25.94%
WISCONSIN 39.70% | 38.66% | 34.88% | 40.96% | 40.49% 35.03% | 36.33% | 40.12%
| WYOMING =360% | 49.54% | 58.63% | 49.80% | 54.:40% | 41.11% | 41.04% 51.74%
| Mean 207% | 41.61% | 41.08% | 41.52% | 42.31% “40.51% | 41.00% | 4217%
Median 41.10% | 40.52% | 41.27% 41.40% | 40.57% | 39.17% | 41.04% | 41.95%

SOURCE: Calculated from Phillips ef al, (2011 and earlier); U. S. Bureau of Census, Governments Division
(various years). :



Exhibit4, NationalSales Tax BascIs Narrowing: C-Efficiency and Median Breadth, 1970 - 2011
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Exhibit S. Nebraska's Disappearing Sales Tax Base (Base/Personallnco me)
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Consumption Share of Personal Income Relatively
Stable, Services Share Has Increased |

Considerably

Exhibit 6 . Total Consumption and Services Consumpfion as Share of Personal Income, 1970 -2011
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Exhibit 7. Health Care Services as Share of Personal Income, 1970 - 2011
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Exhibit 8. Adjusted Services Share of Pesonal Income, 1970 - 201
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Exhibit 9 Statutory State Sales Tax Rates (January 1)

Number of States Levying Rate (With Fractions)

Year 8% T%

1970
1975 |
1980 ' 1
1985

1990 1
1995

© 2000

2005

2010

2013

Pt

U N LY DD D

Note: This table does not include

6%
1

2
6

10
15
14
18
18
21

5%
5

5

6
14
15
13
14
11

6

4%
15
20
18
15
15
13
13
12
11
12

3% -

19
16

. . —_
I SRR oI

local option sales taxes in any state.

2% Mean

5 3.528
2 3.806
1 3.925
4.558
4.865
5.156
5.156
1 5.351
1 5.538
5.548

Nebraska
2
2.5
2
3.5
4

5

5
5.5
5.5
5.5



Exiibit 10 State Retail Sales Tax Collectlons, Fiscal 2012

Adjusted Retail Safes Tax Adjusted Retail Sales Tax Adjusted Retail Sales
Total Tax Revenve Adjusted Retail Sales Tax Adjusted Retail Sales Tax per Capita per 1% Tax Revenue to State Personal Tax Revenue Sharcol | Breadth (Base / Statutory

State (SK) Revenue (SK) per Capita Rate Rank Income Rank  Tax Revenue Rank  Personal Jncome)  Rank  Rate
Alabama 9,052,580 2,425,079 502,92 125.73 36 0.0141 40 0.2679 33 03529 26 0.04
Arizong 12,973,265 5,886,586 §98.27 136.10 25 00250 12 0.4537 7 03783 19 0.066
Arkansas £,287,744 2,809,416 952.63 15877 14 0.0274 3 0.3390 18 0.4573 7 0.06
California 112,372,263 15,53;6,'138 ' 75014 120,02 40 0.0167 31 0.2539 36 0.2668 38 0.0625
Colorado 10,250,628 ) 2,302,333 443,82 153.04 16 0.0093 45 0,2246 40 03391 27 0.029
Connceticut 15,419,536 3,758,381 1046.94 164.87 10 2.0178 27 0.2438 38 0.2799 35 0.0635
Florida 32,997,012 19,403,788 1004.46 167.41 3 0.0249 13 0.5880 1 0.4150 1 0.06
_bccrrgia 16,576,903 5,303,524 534.63 133.66 27 ~ 0.0143 kL 03199 20 03625 24 0.04
Havzali 5,516,146 2,576,325 185039 462,60 1 0.0420 l 0.4671 6 1.0508 1 0.04
1daho 3,374,304 1,224,656 767.46 127.9 34 0.0227 18 03629 17 0,37% 13 Q.06
1ilinois 36,437,303 8,014,466 624,02 99.84 45 0.0139 41 0.2205 43 0.2228 45 00625
Indiana 15,704,630 6,621,954 1012.94 14471 20 00274 7 0.4217 10 0.3921 14 0.07
Jowa N 7,332,388 2,423,160 788,23 131.37 31 0.0187 24 0.30%4 24 03119 33 0.06
Kansas 7,413,34} 1,825,880 979.20 155.43 15 0.0234 15 0.3809 14 03715 21 0.063
Kentucky 10,472,861 3,469,088 791.95 13199 29 0.0226 19 0.3312 19 03767 20 0.06
Louistana 8,994,053 2,815,919 ' 611.90 152.9% 17 0.0155 35 03131 23 0.3881 15 0.04
Maine 3,777,130 1,064,342 300.74 160.15 13 0.0203 22 028128 28 0.4056 12 0.05
Maryland 17,064 468 4,708,934 800,22 133.37 28 0.0154 k¥ 02759 30 0.2566 41 0.06
Massachusetts 22,805,644 5,262,812 791.86 126,70 35 0.0145 39 0.2308 39 6.2317 44 * 0.0625
Michigan 23,968,760 9,563,702 967.86 16131 1 0.0258 11 0.3991 12 0.4302 9 006
Minncsota 20,560,540 5,500,693 1022.60 148,74 18 0.0221 20 0.2675 34 03218 31 006875
Mississippt - 6,953,362 3,072,243 102925 147.04 12 0.0311 5 0.4418 3 0.4446 2 0.07
Missourl 10,800,741 3,103,410 51535 121.98 38 0.0132 42 0.2873 21 03124 32 0.04225
Nebraska 4,358,328 1,634,755 881.02 160.19 12 0.0204 21 03751 15 03713 22 0.055
Nevada §15,112 3,433,958 1244.67 131,70 6 0.0333 4 05068 5 0.4863 6 0,0685
New Jersey 27,456,175 8,099,549 913,70 130.53 2 0.0170 29 0.2950 26 0,2434 43 0.07
New Mexico 5,088,335 2,105,235 1009.44 196.96 3 0.0288 6 04137 i 0.5615 5 005125
New York 71,545,745 11,156,779 570.09 14252 22 0.0109 43 0.1559 44 0.2736 37 0.04
North Carolina 22,713,357 5,573,658 57154 212032 39 0.0154 36 0.2454 a7 0.3248 30 0,0475
North Dakota 5,620,036 1,255,580 1794.64 358,93 3 0.0346 3 0.2234 41 0.6517 3 0.05
Otio 25,924,024 8,272,728 716.61 130.29 33 0.0182 25 03191 22 03316 29 0.055
Oklahoma 8,826,132 2,415,964 63331 140.74 23 0.0162 33 02727 31 0.3608 25 0,045
Pennsylvania 32,949,917 9,166,842 71821 119,70 41 0.0165 32 02782 29 02744 36 0.06
Rhode Island 2,805,287 339,414 799.22 114,17 42 0.0178 28 0,2992 25 0.2538 42 0.07
South Carolina 8,036,482 2,945,056 . 623.46 103.91 44 0.0182 26 03663 16 0.3032 34 0.06
South Dakota 1,521,477 838,240 100586 251.47 4 0.0230 16 0.5509 3 0.5760 4 0.04
Tennessee 11,982,345 6,512,362 1008.69 144,10 21 0.0268 9 0.5435 4 03325 16 0.07
Texas 48,596,548 ?.8,060,]4!1 1076.78 172,29 7 0.0260 10 0.5774 2 0.4154 1o 0.0623
Utah 5,809,953 1,857,035 65028 13838 24 0.0188 23 0.3156 28 0.3999 13 0.047
Vermont 1.7.5.7.370 423,985 677.28 112.38 43 0.0158- 34 0.1538 45 0.2625 39 0.06
Virginia 18,137,586 4,042,944 493,39 123.47 37 0,0105 44 0.2229 a1 0.2623 40 0.04
Washingtan 17,624,715 7,483,384 1085.02 166,93 9 0.0239 14 0.4246 9 0.3676 23 0.065
West Virginia 3,355,309 1,463,621 788.84 131.47 30 0.0229 17 0.2733 32 03313 17 0.06
Wisconsin 14,747,971 3,871,581 676.09 135.22 26 0.0167 30 0.2628 35 0.3336 28 0.05
Wyoming 2,550,981 994,167 1724.715 431.19 2 0.0354 2 0.3397 13 0.8859 2 0.04
Mean 270.03 161.62 0.0210 03367 0.3887

Median 799.22 14074 0.0138 03131 0.3676

SOURCE: U. S, Bureau of Census, Govemments Divistofate Tax Colfections In 2012 [www.cetisus.gov]
U. 5. Bureau of Census,

with adjustments and corrections;

U. §. Bureau of Economic Analysis; and

Reliance
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